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§3108.3

removed or sold from the oil placer
mining claim, including all royalty on
production made subsequent to the
date the claim was deemed conclu-
sively abandoned prior to the lease
issuance.

(f) Noncompetitive oil and gas leases
issued under this section shall be sub-
ject to all regulations in part 3100 of
this title except for those terms and
conditions mandated by Title IV of the
Federal Oil and Gas Royalty Manage-
ment Act.

(g9) A notice of the proposed conver-
sion of the oil placer mining claim into
a noncompetitive oil and gas lease, in-
cluding the terms and conditions of
conversion, shall be published in the
FEDERAL REGISTER at least 30 days
prior to the issuance of a noncompeti-
tive oil and gas lease. The mining
claim owner shall reimburse the Bu-
reau for the full costs incurred in the
publishing of said notice.

(h) The mining claim owner shall pay
the Bureau a nonrefundable adminis-
trative fee of $500 prior to the issuance
of the noncompetitive lease.

(i) The authorized officer may, either
in acting on a petition to issue a non-
competitive oil and gas lease or in re-
sponse to a request filed after issuance,
or both, reduce the royalty in such
lease, if he/she determines there are ei-
ther economic or other circumstances
which could cause undue economic
hardship or premature termination of
production.

[49 FR 30449, July 30, 1984, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3108.3 Cancellation.

(a) Whenever the lessee fails to com-
ply with any of the provisions of the
law, the regulations issued thereunder,
or the lease, the lease may be canceled
by the Secretary, if the leasehold does
not contain a well capable of produc-
tion of oil or gas in paying quantities,
or if the lease is not committed to an
approved cooperative or unit plan or
communitization agreement that con-
tains a well capable of production of
unitized substances in paying quan-
tities. The lease may be canceled only
after notice to the lessee in accordance
with section 31(b) of the Act and only if
default continues for the period pre-
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scribed in that section after service of
30 days notice of failure to comply.

(b) Whenever the lessee fails to com-
ply with any of the provisions of the
law, the regulations issued thereunder,
or the lease, and if the leasehold con-
tains a well capable of production of oil
or gas in paying quantities, or if the
lease is committed to an approved co-
operative or unit plan or
communitization agreement that con-
tains a well capable of production of
unitized substances in paying quan-
tities, the lease may be canceled only
by judicial proceedings in the manner
provided by section 31(a) of the Act.

(c) If any interest in any lease is
owned or controlled, directly or indi-
rectly, by means of stock or otherwise,
in violation of any of the provisions of
the act, the lease may be canceled, or
the interest so owned may be forfeited,
or the person so owning or controlling
the interest may be compelled to dis-
pose of the interest, only by judicial
proceedings in the manner provided by
section 27(h)(1) of the Act.

(d) Leases shall be subject to can-
cellation if improperly issued.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988; 53 FR 31868, Aug. 22,
1988]

§3108.4 Bona fide purchasers.

A lease or interest therein shall not
be cancelled to the extent that such ac-
tion adversely affects the title or inter-
est of a bona fide purchaser even
though such lease or interest, when
held by a predecessor in title, may
have been subject to cancellation. All
purchasers shall be charged with con-
structive notice as to all pertinent reg-
ulations and all Bureau records per-
taining to the lease and the lands cov-
ered by the lease. Prompt action shall
be taken to dismiss as a party to any
proceedings with respect to a violation
by a predecessor of any provisions of
the act, any person who shows the
holding of an interest as a bona fide
purchaser without having violated any
provisions of the Act. No hearing shall
be necessary upon such showing unless
prima facie evidence is presented that
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